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general question of the form in which the Gold
Standard Reserve as a whole was held. They
strongly urged that it was desirable that the Reserve
should consist chiefly of a gold reserve located in
India, and that it should not be invested in British
securities. In reply the Government of India
pointed out that a large holding in gold uoukl
mean a serious retardation of the growth of the
Reserve, and that it was unnecessary at that time
to assume that a fall in exchange would be simul-
taneous with such a marked depreciation of ster-
ling securities in England as would justify them
in accepting a permanent loss of interest. More-
over, with reference to the suggestion that tin*
gold should be held in India, the main line of
defence against the fall in exchange is the strength
of the Indian Government's gold position in Kng-
land. If gold is ever required to drain off a redun-
dancy of rupees, it will be taken for the purpose* of
export, and the offer by the Indian Government of
bills on London will be at least as effective in such
an emergency as the offer of gold in India, Apart
from this, a supply of gold in India is actually held
in the Paper Currency Reserve in addition to a
smaller floating stock in the Treasuries.
18. The year 1907 saw a further decision in
connection with the Gold Standard Reserve which
attracted no less criticism. In August of that year
it was decided on the advice of the Indian Railway
Finance Committee to devote one-half of the profits